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DIVISION OF ELECTIONS
MEMORANDUM
TO: All Candidates, Political Committees, Committecs of Continuons Eaxistence,

Political Party Executive Committeas and Supervisors of Flections
FROM: Clay Robens‘, Eircctor, Divisicn of Elections

DATE: July 27,2000
RE: New Federal Tax chg!a%ion

URGENT - REQUIRES YOUR IMMEDIATE ATTENTION
DEADLINE: MONDAY JULY 3157

Backeround

Most political campaigns, political parties, and even political (action) committees prior to this new federal
legislation were treared as Section 527 orgenizations under the Internal Revenue Code. This meant that
they did not pay income tax on their contributions. A number of unregulated organizations or groups,
however, have been increasingly using 527 status o influence elections or issueg, while avoiding the
registration and reporting requirsments placed on campaigns, the political partics, and political
committees. Consequently, with the legislaton, Congress has attempted to close that “loophole™ in the
regulation of their activities. The law was passed by Congress on a fast track and signed into law by
President Clinton within 24 hours of its etactment and effective date of July 1%

Summary of Requirementa

The new federal legislation generally requires Section 527 arganizations with annual (calendarftax year)
receipts of $25,000 or more to register with the IRS (“Registration Requivement™), file regular disolosure
reports (“Disclosure Requirement”), and file annual returns (“Return Requirement”), all of which will
become available to the public for inspection. State and local non-faderal candidates and state and county
political parties (at least a3 to their non-federal accounts) appear to have to register, but appear to

- Te

bsitc and in writing.

1f you have any questions about the registration requirements, please contact the IRS help linc at 1-877-
829-5500 or contact your state political party headquarters.
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